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DEC %S 1987-2 18
Ms. Mildred Lee
SECretary  .uensTATE COMMERCE, COMMISSION] e
Interstate Commerce Commission R Wombdnmtes, 8 0
12th and Constitution Avenue, N.W. o
Washington, D.C. 20423

Re: Documents for Recordation Pursuant to 49 U.S.C.
§ 11303

Dear Ms. Lee:

I enclose an original and one copy of the following

documents to be recorded pursuant to Section 11303 of Title 49 of
the U.S. Code:

1. A Mortgage, Security Agreement and Assignment of

Leases and Rents, a primary document, dated
December 22, 1987;

2. A Loan Agreement, a secondary document, dated
December 22, 1987;

i

3. A Limited Recourse Secured Promissory Note, a
secondary document, dated December 22, 1987; and

4, A Bill of Sale, a secondary document, dated
December 22, 1987.

The Mortgage, Security Agreement and Assignment of
Leases and Rents and the Bill of Sale cover ninety-nine used
covered hopper cars with the following road marks:

Eighty-four (84) covered hopper cars bearing reporting
marks: WSOR 300102, 300103, 300105 through 300111, 300113
through 300121, 300123, 300124, 300126, 300127, 300129 through
300132, 300134, 300136, 300137, 300139, 300141 through 300157,
300159, 300160, 300162 through 300171, 300173 through 300188,
300190 through 300197 and 300199; and fifteen (15) covered hopper
cars bearing reporting marks: GBW 300100, 300101, 300104, -
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300112, 300122, 300125, 300128, 300133, 300135, 300138, 300140,
300161, 300172, 300189 and 300198.

The Loan Agreement, the Limited Recourse Secured
Promissory Note and the Bill of Sale are secondary documents
relating to the enclosed Mortgage, Security Agreement and
Assignment of Leases and Rents, which is a primary document and
is being submitted for initial recording and indexing.

The mortgagor, debtor and buyer in the above-described
documents is Ridgefield Development Corporation ("Ridgefield"), a
Pennsylvania corporation, with its address at 1250 Tower Lane,
Erie, Pennsylvania 16505.

The secured party, mortgagee and lender in the above-
described documents is Irving Leasing Corporation ("ILC"), a New
York Corporation, with its address at 1290 Avenue of the
Americas, New York, New York 10104.

The seller pursuant to the Bill of Sale is Greyhound
Financial Corporation ("Greyhound"), with its address at
Greyhound Tower, Phoenix, Arizona 85077.

A recordation fee of $40.00 is enclosed. Please return
the original copy of the Limited Recourse Promissory Note and the
certified copies of the other enclosed documents after they have
been recorded and indexed to me, James P. Finnegan, Esqg.,
Cadwalader, Wickersham & Taft, 100 Maiden Lane, New York, New
York 10038.

The following is a short summary of each of the
enclosed documents which may appear in the index:

1. Mortgage, Security Agreement and Assignment of
Leases and Rents, dated December 22, 1987, between Ridgefield and
ILC, pursuant to which Ridgefield granted, conveyed, delivered,
mortgaged, assigned and transferred over to ILC a first priority

mortgage and security interest in, among other things, the 99
covered hopper cars. -

2. Loan Agreement, dated December 22, 1987, between
Ridgefield and ILC, providing for the making of a secured loan by
ILC to Ridgefield in the principal amount of $2,230,000.00, for
the purpose of, among other things, Ridgefield’s acquisition of
the 99 covered hopper cars.

" 3. Limited Recourse Secured Promissory Note, from
Ridgefield to the order of ILC in the principal amount of
$2,230,000.00 evidencing Ridgefield’s obligations to ILC pursuant
to the Loan Agreement and secured by the Mortgage, Security
Agreement and Assignment of Leases and Rents.
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4, Bill of Sale, dated December 22, 1987, from
Greyhound transferring title to 99 covered hopper cars to

Ridgefield.

If you have any dquestions concerni
please call me at (212) 504-6229——-—~—

ng this matter,

Very truly yours,

).

Finnegan

es P.

JPF/eba
Enclosures

BY HAND
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TERSTATE COMMERCE COMMISSION
LOAN AGREEMENT dated December 22, 1987, between
RIDGEFIELD DEVELOPMENT CORPORATION ("the Company"), a

Pennsylvania corporation, and IRVING LEASING CORPORATION ("ILC"),
a New York corporation. :

LOAN AGREEMENT

WHEREAS, the Company has accepted an offer by Greyhound
Financial Corporation ("GFC"), a Delaware corporation, to
purchase 99 used hopper cars as more fully described on Schedule
A hereto (the "Cars"):

WHEREAS, the Company desires that ILC make a loan to
the Company in a principal amount of $2,230,000 in connection
with the purchase of the Cars; and

WHEREAS, ILC is willing to make such loan pursuant to
the terms and conditions hereof.

NOW, THEREFORE, in consideration of the premises and
other good and valuable consideration, the receipt and adequacy

of which are hereby acknowledged, the Company and ILC hereby
agree as follows:

SECTION 1. Definitions

Unless the context otherwise requires, the following
terms have the following meanings for all purposes of this
Agreement and shall be equally applicable to both the singular
and the plural forms of the terms herein defined:

"Approved lLease" means any lease or conditional sales agreement

covering any of the Cars that has been approved in writing by ILC
pursuant to Section 10(a) hereof.

"AAR" means the Association of American Railroads and any
successor agency or agencies thereto.

"Bill of Sale" means the Bill of Sale, dated the date hereof,
from GFC to the Company covering the Cars.

"Business Day" means any day except a Saturday, Sunday or other
day on which commercial banks are authorized to close in New York
City, New York.

"Closing Date" means the date on which the ILC shall make the
loan to the Company pursuant to this Agreement.

"Contingency Reserve Account" has the meaning specified in
Section 12 hereof.



"Collateral" has the meaning specified in the Mortgage.

"Dollars" and "U.S. $" mean the lawful currency of the United
States of America.

"DOT" means the United States Department of Transportation and
any successor agency or agencies thereto.

"Event of Default" has the meaning specified in Section 13
hereof.

"Event of ILoss" with respect to any Car means any of the
following events with respect thereto: (a) loss thereof or the
use thereof due to theft or disappearance for a period in excess
of 30 days, or destruction, damage beyond repair or rendition of
such property permanently unfit for normal use for any reason
whatsoever; (b) any damage thereto or the condemnation,
confiscation or seizure of, or requisition of title to or use of,
such Car which results in an insurance settlement with respect to
such Car on the basis of a total loss or total constructive loss;
or (c) the condemnation, confiscation or seizure of, or
requisition of title to or use of, such Car.

"ICC" means the United States Interstate Commerce Commission and
any successor agency or agencies thereto.

"Lien" means any mortgage, pledge, 1lien, claim, charge,
encumbrance, lease, sublease, security interest or right in rem
(including any conditional sale or other title retention
agreement and any agreement to give any security interest).

"Mortgage" means the Mortgage, Security Agreement and Assignment
of Leases and Rents, dated the date hereof, between the Company
and ILC, as the same may be amended or supplemented from time to
time pursuant to the applicable provisions thereof.

"Note" means the Secured Promissory Note, dated the date hereof

and in the principal amount of $2,230,000, from the Company to
ILC.

"Payment Date" means the 22nd day of each month until all of the
Cars shall have been sold, commencing on January 22, 1988;
provided, however, that if any such day shall not be a Business
Day, "Payment Date" shall mean the next following Business Day.

"Residual Sharing Account" has the meaning specified in Section
11 hereof.

"Stipulated lLoss Value" with respect to a Car as of any Payment
Date shall mean an amount equal to the product of (a) $20,500.00



multiplied by (b) the percentage set forth in Schedule B hereto
opposite such Payment Date with respect to such Car.

"UMLER" means the Universal Machine Language Equipment Register
or any successor thereto.

SECTION 2. Representations and Warranties of the
Company

The Company hereby represents and warrants that:

(a) The Company is a corporation duly organized,
validly existing and in good standing under the laws of the State
of Pennsylvania, is duly qualified to do business and is in good
standing in every jurisdiction in which its ownership of property
or the conduct of its business makes such qualification necessary
and has the power and authority to own its property and to carry
on its business as now being conducted and to execute, deliver
and perform its obligations under this Agreement and under each
of the documents executed or to be executed by it as contemplated
herein; the execution and delivery of this Agreement and such
documents and the carrying out of the transactions contemplated
hereby and thereby have been duly authorized by all necessary
corporate action by the Company, are not inconsistent with the
Company'’s certificate of incorporation or by-laws, do not
contravene any law or governmental rule, regulation or order
applicable to the Company, do not and will not contravene any
provision of, or constitute a default under, any indenture,
mortgage, contract or other agreement or instrument to which the
Company is a party or by which it or any of its property is
bound, and each of this Agreement and such documents, when
executed and delivered, will constitute the 1legal, valid and
binding obligation of the Company enforceable in accordance with
their respective terms.

(b) No consent or approval of, giving of notice to,
registration with, or taking of any other action in respect of,
any state, Federal or other governmental authority or agency is
or was required with respect to the execution, delivery and
performance by the Company of this Agreement or any other
document executed or to be executed by the Company, as
contemplated herein.

(c) There are no actions, suits or proceedings pending
or, to the knowledge of the Company, threatened against or
affecting the Company, in any court or other forum for the
adjudication of disputes or before any governmental commission,
board or authority which, if adversely determined, might have a
material adverse effect on the ability of the Company to perform
its obligations wunder this Agreement or any other document



executed or to be executed by the Company, as contemplated
herein.

(d) The Company on the Closing Date shall have good
and marketable title to each Car free and clear of all liens
other than the interests of the parties to the agreements listed
on Schedule C hereto.

(e) Except for the filing of this Agreement, the
Mortgage and the Note with the Interstate Commerce Commission and
the filing of financing statements (and continuation statements
at periodic intervals) with respect to the security and other
interests created by this Agreement and the Mortgage under the
Uniform Commercial Code of Pennsylvania and such other States as
may be specified in the opinion furnished pursuant to Section
4(i) hereof, no further action, including any filing or recording
of any document (including any financing statement in respect
thereof under Article 9 of the Uniform: Commercial Code of any
applicable jurisdiction), is necessary to establish and perfect
ILC’s security interest in the Collateral as against the Company

and any third parties in any applicable jurisdictions in the
United States.

(f) There has not occurred any event which constitutes
an Event of Default under this Agreement or any event which with
the giving of notice or passage of time or both would constitute

an Event of Default under this Agreement which is presently
continuing. .

SECTION 3. Terms of ILoan

(a) Subject to the terms hereof, in reliance upon the
representations and warranties made by the Company in Section 2
hereof and each of them and upon the satisfaction of the
conditions precedent set forth in Section 4 hereof, ILC agrees to
lend to the Company and the Company agrees to borrow from ILC on
the Closing Date an aggregate principal amount of $2,230,000.
ILC shall fund the 1loan made hereunder by transferring the
principal amount thereof as follows: ' (i) $25,115 to ILC in
payment in full of the Company’s obligations under the Promissory
Note, dated November 18, 1987, in the principal amount of
$25,000; (ii) $2,004,500 to GFC in payment of the balance of the
purchase price of the Cars; (iii) $150,500 to ILC in payment of
the loan facility fee referred to in sub-section (c¢) of this
Section 3 and (iv) $49,885 to Norman W. Seip & Associates (the
"Consultant") in payment of a consultant’s fee and the
Consultants’ out-of-pocket expenses.

(b) The loan shall be evidenced by the Note.



(c) The Company agrees to pay 'ILC on the date hereof a
loan facility fee equal to $150,500.

SECTION 4. Conditions

The obligation of ILC to make the loan hereunder shall
be subject to the satisfaction on or prior to the Closing Date of
the following conditions precedent:

(a) On the Closing Date, all representations and
warranties of the Company made in Section 2 hereof shall be true
and accurate as though made on and as of such date.

(b) On the Closing Date, no Event of Default or event
which with the giving of notice or passage of time or both would
constitute an Event of Default shall have occurred and be
continuing or would result from the making of such loan.

(c) The Bill of Sale shall be duly executed and
delivered by GFC to the Company simultaneously with the making of
the loan hereunder and shall be 'in full force and effect and ILC
shall receive a certified copy thereof; each of the Note and the
Mortgage shall have been duly executed and delivered by the
Company to ILC and shall be in full force and effect; the Company
shall have caused the Bill of Sale to be filed with the ICC
simultaneously with the making of the loan hereunder; and the
Company shall have caused this Agreement, the Mortgage and the
Note to be duly filed or recorded, and shall have caused any
necessary financing statements to be duly filed in accordance
with applicable law, in each place where such filing or recording
is necessary or appropriate to perfect and to protect and
preserve the lien of the Mortgage and the security interests
intended to be created thereby.

(d) ILC shall have received from party to any
agreement listed on Schedule C hereto a consent to the assignment
of such agreement by GFC to the Company and by the Company to ILC
as Collateral pursuant to the Mortgage.

(e) ILC shall have received certified copies of all
corporate action taken by the Company <to authorize the
transactions contemplated hereby and of the articles of
organization and by-laws of the Company, a certificate of the
Company as to the person or persons authorized to execute and
deliver on behalf of the Company this Agreement, the Mortgage,
the Note and any other documents contemplated hereby and as to
the signature or signatures of such person or persons, and such
other documents as ILC shall request, and all documents and
proceedings incident to the making of such 1loan shall be
satisfactory in form and substance to ILC.



(£f) ILC shall have received an independent insurance
broker’s report, in form and substance satisfactory to ILC, as to
the due compliance with the terms of Section 7 hereof relating to
insurance with respect to the Cars.

(g) On the Closing Date it shall be true that no Event
of Loss (or event which with the passage of time would become an
Event of Loss) with respect to any Car has occurred.

(h) All appropriate action required to have been taken
prior to the Closing Date in connection with the transactions
contemplated by this Agreement shall have been taken by any
governmental or political agency, subdivision or instrumentality
with jurisdiction, and all orders, permits, waivers,
authorizations, exemptions and approvals of such entities
required to be in effect on the Closing Date in connection with
the transactions contemplated by this Agreement shall have been
issued, and all such orders, permits, waivers, authorizations,

exemptions and approvals shall be in full force and effect on the
Closing Date.

(1) ILC shall have received a favorable opinion
addressed to ILC, and reasonably satisfactory as to scope and
substance to ILC, from Carney & Good, special counsel for the
Company to the effect that:

(1) the Company is a corporation duly organized
and validly existing pursuant to the laws of the State
of Pennsylvania and has the corporate power and
authority to carry on its business as now conducted and
to enter into and perform its obligations under this
Agreement, the Mortgage and the Note:;

(2) the execution, delivery and performance of
this Agreement, the Mortgage and@ the Note by the
Company have been duly authorized by all necessary
corporate action on the part of the Company, do not
require any approval of stockholders of the Company or,
to the knowledge of such counsel, any approval or
consent of any trustee or holders of any indebtedness
or obligations of the Company (or that any such
approval or consent as is required has been obtained),
and neither the execution and delivery of any thereof
by the Company nor the performance by the Company of
its obligations thereunder (A) contravenes any law,
governmental rule or regulation or, to the knowledge of
such counsel, any judgment or order applicable to or
binding on the Company or (B) to the knowledge of such
counsel, contravenes or results in any breach of, or
constitutes any default under, or results in the
creation or any Lien upon any property of the Company



under, any indenture, mortgage, chattel mortgage, deed
of trust, conditional sales contract, bank 1loan or
credit agreement, or any other agreement or instrument,
corporate charter, by-law, or permit issued by any
governmental authority to which the Company is a party
or by which the Company or its properties may be bound
or affected;

(3) neither the execution and delivery by the
Company of this Agreement, the Mortgage or the Note nor
the performance by the Company of its obligations
hereunder or thereunder requires the consent or
approval of, or the giving of notice to, or the
registration with, or the taking of any other action in
respect of any governmental authority.

(4) this Agreement, the Mortgage and the Note
have been duly entered into and delivered by the
Company and constitute the 1legal, valid and binding
obligations of the Company enforceable against the
Company in accordance with their respective terms,
except as limited by applicable bankruptcy, insolvency,
reorganization, moratorium or similar laws affecting
the rights of creditors generally; and

(5) except for the filing of the Bill of Sale,
the Mortgage, this Agreement and the Note with the IcCC
and the filing of financing statements in the State of
New York and in the State of Pennsylvania and such
other states as may be specified in such counsel’s
opinion, and for the filings of periodic continuation
statements with respect to such filings, as and when
required, no filing or recording of any document
(including any financing statement) is necessary or
advisable under the laws of any applicable jurisdiction
in order (x) to establish the Company’s title to the
Cars as against any third parties or (y) to create or
perfect ILC’s security interest in the Collateral as
against the Company and any third parties.

The opinion contemplated by this sub-section (i) shall be to such
further effect with respect to such other matters as ILC may
reasonably request. Such opinion may state that no opinion is
expressed as to laws other than the 1laws of the States of

New York and Pennsylvania and the Federal laws of the United
States.

(j) No action or proceeding shall have been instituted
nor any governmental action be threatened before any court or
governmental agency, nor shall any order, judgment or decree have
been issued or proposed to be issued by any court or governmental



agency to set aside, restrain, enjoin or prevent the completion
and consummation of this Agreement or the transactions contem-
plated hereby.

(k) ILC shall have received such other documents,
including, but not limited to, corporate documents, financing
statements, invoices and certificates as ILC deems desirable.

(1) The Company shall have presented ILC with an
invoice from the Consultant for the Consultant’s consulting fee
and out-of-pocket expenses.

(m) ILC shall have received an inspection report,

satisfactory to ILC in scope and substance, from Northbrook
Corporation covering the Cars. '

(n) ILC shall have received an appraisal, satisfactory
in scope and substance to ILC, from Marshall Stevens Incorporated
as to the fair market value of the Cars.

(o) ILC shall have received evidence, satisfactory to
ILC, that arrangements have been made for payment by GFC of all
repairs made to the Cars and not yet invoiced to GFC.

SECTION 5. Affirmative Covenants

From the date hereof and until all the Cars shall have
been sold pursuant to this Agreement, the Company will:

(a) at all times maintain its corporate existence
and right to carry on business and do or cause to be
done all things necessary to preserve and keep in full
force and effect each item included in the Collateral;

(b) keep or cause to be kept proper books and
records in which full and correct entries shall be
made, in accordance with generally accepted accounting

principles consistently applied throughout the periods
involved;

(c) commencing in 1988, deliver to ILC (i) within
30 days after the end of each of the first three
quarterly periods of each fiscal year of the Company, a
balance sheet of the Company prepared by it as of the
close of such period, together with the related
statements of income and of surplus for such period and
(ii) within 90 days after the close of such fiscal
year, a balance sheet of the Company prepared by it as
of the close of such fiscal year, together with the
related statements of income and surplus for such
fiscal year, as certified by independent public



accountants, including their certificate and
accompanying comment;

(d) if any officer of the Company has actual
knowledge of the existence of an Event of Default or an
event which with the giving of notice or lapse of time
or both would become an Event of Default, promptly give
to ILC notice thereof and such other information
relating thereto as ILC shall reasonably request;

(e) allow any representative of ILC to examine
the books, records, reports and other papers of the
Company relative thereto (and to make copies thereof
and to take extracts therefrom) all at such reasonable
times and as often as ILC reasonably requests and, upon
the reasonable request of ILC, furnish to ILC copies or
printouts of such logs, manual and data, and
inspection, modification and overhaul records relating
to the Cars, as ILC reasonably specifies;

(f) pay and discharge, or cause to be paid and
discharged, all fees, taxes, assessments and
governmental charges or levies imposed upon it or upon
its income or property prior to the date upon which
penalties attach thereto;

(g) within 10 days after the commencement
thereof, notify ILC in writing of any actions, suits or
proceedings commenced against the Company at law, in
equity or before any governmental department, commis-
sion, board, bureau, agency or other instrumentality
which may result in any adverse change in the business,
operations, properties, assets or condition, financial
or otherwise, of the Company:

(h) make and maintain all necessary filings and
registrations required to establish and maintain the
Company’s title to the Cars and to establish and
maintain in favor of ILC a good and valid perfected
first 1lien and security interest in and to the
Collateral enforceable against all persons; and

(i) will promptly, at its own expense, take or
cause to be taken such action as may be necessary to
discharge any Lien (other than a Lien in favor of ILC
or an Approved Lease) on or with respect to any Car,
the Company’s title thereto or any interest therein and
shall promptly furnish evidence of such discharge to
the ILC.



SECTION 6. Negative Covenants

From the date hereof and until such time as all the
Cars shall have been sold pursuant to this Agreement, the Company
will not, without the prior written consent of ILC:

(a) directly or indirectly create, incur, assume
or suffer to exist any Lien (other than a Lien in favor
of ILC or an Approved Lease) on or with respect to any
Car, the Company’s title thereto or ,any interest
therein or in, to or under any lease entered into with
respect to any Car or any interest of the Company in
any proceeds of sale of any Car;

(b) sell, transfer or otherwise dispose of any
Car or the Company’s title thereto or any of its
interest therein, except in accordance with Section 11
hereof;

(c) consolidate with or merge into any other
corporation, wind up, dissolve or sell, lease, assign,
transfer or otherwise dispose of any Cars (except
pursuant to, and in accordance with, this Agreement) or
all or any substantial portion of its assets; or

(d) enter into any agreement relating to the
Cars, written or oral, with the Manager or any lessee,
user or purchaer of any of the Cars, without the prior
written consent of ILC, which consent shall not be
unreasonably withheld. ~

SECTION 7. Insurances

(a) Public Liability and Property Damage Insurance.
For so long as the Company shall own any Car, the Company will
maintain, or cause to be maintained, with respect to such Car,
(1) public 1liability insurance and property damage insurance in
amounts which are not less than the amounts customarily carried
by Class I 1line-haul railroads, and (ii) cargo 1liability
insurance, in the case of both clause (i) and clause (ii), (A) of
the type and covering the same risks as are customarily carried
by Class I line-haul railroads and approved by ILC and (B) which
is maintained in effect with insurers of recognized
responsibility satisfactory to ILC. Any policies of insurance
carried in accordance with this paragraph (a) and any policies
taken out in substitution or replacement for any of such policies
(A) shall name ILC (but without imposing any liability to pay the
premiums for such insurance) .as an additional insured and loss
payee as its interest may appear, (B) shall provide that in
respect of the interest of ILC in such policies the insurance
shall not be invalidated by any action or inaction of the

-10-



Company, including, without limitation, any more hazardous use or
occupation of any of the Cars than that permitted by such
policies, and shall insure ILC regardless of any breach or
violation of any warranty, declaration or condition contained in
such policies by the Company and (C) shall provide that if the
insurers cancel such insurance for any reason whatever, or the
same is allowed to lapse for nonpayment of premium or non-
renewal, or the scope of coverage thereof is changed in any
materially adverse way to ILC, such cancellation, lapse or change
shall not be effective as to ILC for ninety days after receipt by
ILC of written notice by such insurers of such cancellation,
lapse or change. Each 1liability policy (1) shall be primary
without right of contribution from any other insurance which is
carried by ILC, (2) shall expressly provide that all of the
provisions thereof, except the limits of liability, shall operate
in the same manner as if there were a separate policy covering
ILC and (3) shall waive any rights of the insurers to any set-
off, counterclaim or other deduction against ILC, whether by
attachment or otherwise, in respect of any liability of ILC to
the extent of any moneys due to ILC.

(b) Insurance Against Loss or Damage to the Cars. For
so long as the Company shall own any Car, the Company shall
maintain or cause to be maintained with respect to such Car, with
insurers of recognized responsibility satisfactory to ILC, all-
risk casualty insurance covering such Car which is payable in
Dollars in the United States and is for an amount not less than
the Stipulated Loss Value for such Car. Any policies carried in
accordance with this paragraph (b) covering the Cars and any
policies taken out in substitution or replacement for any such
policies (i) shall name ILC (but without imposing on ILC
liability to pay the premiums for such insurance) as an
additional insured and loss payee as its interest may appear,
(ii) shall provide that if the insurers cancel such insurance for
any reason whatever, or the same is allowed to lapse for
nonpayment of premium or non-renewal, or the scope of coverage
thereof changed in any materially adverse way to ILC, such
cancellation, lapse or change shall not be effective as to ILC
for ninety days after receipt by ILC of written notice by such
insurers of such cancellation, lapse or change, (iii) shall
provide that in respect of the interest of ILC in such policies
the insurance shall not be invalidated by any action or inaction
of the Company, including, without limitation, any more hazardous
use or occupation of any of the Cars than that permitted by such
policies, and shall insure ILC regardless of any breach or
violation of any warranties, declarations or conditions contained
in such policies by the Company, (iv) shall be primary without
any right of contribution from any other insurance which is
carried by ILC, (v) shall waive any right of subrogation of the
insurers against ILC and (vi) shall waive any rights of the
insurers to set-off or counterclaim or any other deduction

-11-~-



against ILC, whether by attachment or otherwise, in respect of
any liability of ILC to the extent of any moneys due to ILC.

So much of the insurance payments received as the
result of the occurrence of an Event of Loss of any Car
remaining, after reimbursement of ILC for reasonable costs and
expenses incurred in connection with such Event of Loss, as shall
not exceed the Stipulated Loss Value required to be paid by the
Company pursuant to Section 8(a) hereof shall be applied in
reduction of the Company’s obligation to pay such Stipulated Loss
Value, if not already paid by the Company, or, if already paid by
the Company, shall be applied to reimburse the Company for its
payment of such Stipulated Loss Value, and the balance, if any,
of such payments remaining thereafter will be paid over to, or

retained by, ILC and deposited in the Contingency Reserve
Account.

The insurance payments for any property damage loss to
any Car not constituting an Event of Loss with respect thereto
will be applied in payment for repairs thereto, if not already
paid for by the Company or other party, or, if already paid by
the Company or other party, shall be applied to reimburse the
Company or such party for its payment for such repairs, and any
balance remaining shall be paid over to, or retained by, ILC and
deposited in the Contingency Reserve Account.

Any amount referred to in this sub-section (b) which is
payable to the Company shall not be paid to the Company if at
the time of such payment an Event of Default or any event which
after lapse of time‘or the giving of notice or both would become
an Event of Default shall have occurred and be continuing and any
insurer paying such amount has received written notice from ILC
of such Event of Default or event, but shall be held by ILC,
together with any interest and other income earned thereon, as
security for the obligations of the Company under this Agreement
or, at the option of ILC if an Event of Default has occurred and
is continuing, applied toward payment of any such obligations of
the Company, and at such time as there shall not be continuing
any such Event of Default or event which after lapse of time or
the giving of notice or both would become an Event of Default
such amount not so applied shall be paid to the Company.

(c) Reports, etc. On or before the Closing Date, and
annually thereafter, the Company will furnish or cause to be
furnished to ILC copies of the insurance policies maintained on
the Cars or a comprehensive description of policy terms and
conditions acknowledged by the lead underwriter and acceptable to
ILC, including a complete identification of the insurers and
their respective participations. The Company will advise ILC in
writing promptly of any default in the payment of any premium and
of any other act or ommission on the part of the Company which
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might invalidate or render unenforceable, in whole or in part,
any insurance on the Cars. The Company will also advise ILC in
writing at least ten days prior to the expiration or termination
date of any insurance carried and maintained on the Cars
pursuant to this Section 7 that has not been renewed or replaced
(without lapse of coverage) with other insurance meeting the
requirements of this Agreement. In the event that the Company
shall fail to maintain insurance as herein provided, ILC may at
its sole option provide such insurance and, in such event, the
Company shall, upon demand, reimburse ILC from the Collateral for

the cost thereof, without waiver of any other rights ILC may
have.

SECTION 8. Loss, Destruction, etc.

(a) Event of Loss with Respect to a Car. Upon the
occurrence of an Event of Loss with respect to any Car, the
Company shall promptly (and, in any event, within fifteen days
after such occurrence) give or cause to be given to ILC written
notice of such Event of Loss, and, on any Payment Date not later
than the first Payment Date that occurs 60 or more days after
such Event of Loss, the Company shall pay to ILC (i) any
installment of principal of and/or interest on the Note then
otherwise due and (ii) the Stipulated Loss Value for such Car
calculated as of the date such payment is made.

(b) Application of Payments in Respect of an Event of
Loss. So much of any payments received at any time by ILC or by
the Company from any governmental authority, insurer or other
party with respect to an Event of Loss of any Car (other than
proceeds of any insurance maintained by ILC, which shall be
retained by ILC) as shall not exceed the aggregate amount
required to be paid by the Company to ILC pursuant to Section
8(a) (ii) hereof shall be applied in reduction of the Company’s
obligation to pay such aggregate amount, if not already paid by
the Company, or to reimburse the Company if it has paid the
amount set forth in Section 8(a) (ii) and the balance, if any, of
such payments remaining thereafter shall be paid to, or retained
by, ILC and deposited in the Contingency Reserve Account.

(c) Application of Payments During Existence of Event
of Default. Any amount referred to in Section 8(b) hereof which
is payable to the Company shall not be paid to the Company if at
the time of such payment an Event of Default or any event which
after lapse of time or the giving of notice or both would
constitute an Event of Default shall have occurred and be
continuing, but shall be held by or paid over to ILC as security
for the obligations of the Company under this Agreement and, if
ILC declares this Agreement to be in default pursuant to Section
13 hereof, applied against the Company’s obligations hereunder as
and when due. At such time as there shall not be continuing any
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such Event of Default or event which after lapse of time or the
giving of notice or both would become an Event of Default, such
amount shall be paid to the Company to the extent not prev1ously
applied in accordance with the preceding sentence.

SECTION 9, Maintenance, Operation, Reqgistration,
Possession and Management.

(a) Maintenance, Etc. The Company shall (i) cause
each Car to be and to remain duly registered in the name of the
Company with the AAR, the ICC, the DOT, the UMLER and each other
regulatory agency or association having jurisdiction over or
responsibility for the cCars; (ii) maintain, service, repair,
overhaul and test each of the Cars or cause each such Car to be
maintained, serviced, repaired, overhauled and tested in a manner
and with care consistent with the prudent industry standard for
Class I line-haul railroads, but in no event with less care than
that used by any lessee of such Cars with respect to its other
railroad cars, so as to keep such Cars in at least as good
operating condition as on the Closing Date, ordinary wear and
tear excepted; (iii) maintain or cause to be maintained all
records, logs and other materials required to be maintained with
respect to the Cars by the AAR, the ICC, the DOT, the UMLER or
any other regulatory agency or association having jurisdiction
over or responsibility for the Cars; and (iv) promptly file any
reports required to be filed by the Company with respect to the
Cars with any governmental authority or other agency or
association. The Company agrees that none of the Cars will be
maintained, used or operated in violation of any law or any rule,
regulation or order of the AAR, the ICC the DOT or any other
regulatory agency or assoc1atlon hav1ng jurisdiction over or
responsibility for the Cars, or in violation of any license or
registration relating to the Cars issued by any such agency or
association. In the event that such laws, rules, regulations or
orders require alteration of any of the Cars, the Company will
conform thereto or obtain conformance therewith at no expense to
IILC and will maintain or cause to be maintained the same in
proper operating condition under such laws, rules, regulations
and orders. The Company shall not operate or locate any Car or
to suffer any Car to be operated or located (i) in any area
excluded from coverage by any insurance policy in effect with
respect to such Car or required by the terms of Section 7 hereof,
or (ii) at any time when the full amount of insurance required by
Section 7 hereof shall not be in effect.

(b) Possession and lLeasing. The Company will not,
without the prior written consent of ILC and except as otherwise
provided in this Agreement, lease or otherwise in any manner
deliver, transfer or relinquish possession of any of the cCars;
provided, however, that, so long as no Event of Default shall
have occurred and be continuing, and so long as the Company shall
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comply with the provisions of Section 7 hereof, the Company may,
without the prior written consent of ILC, deliver or permit the
delivery of possession of any Car to the manufacturer thereof for
testing or other similar purposes or to any organization for
service, repair, maintenance or overhaul work on such Car. The
Company will not, without the prior written consent of ILC, use,
or permit the use of any Car either (i) outside the United States

or Canada or (ii) for the carriage of salt or any corrosive or
hazardous material.

(c) Management. The Company shall, with the prior
written consent of ILC, enter into a management agreement
covering the Cars with Northbrook Corporation or such other
corporation (which may include the Company) as shall be mutually
agreed to by the Company and ILC (Northbrook Corporation or such
other corporation herein called the "Manager"), which agreement
shall require the Manager, among other things, to assist the
Company in its obligations under Sections 7, 8, 9 and 10 hereof
to secure triple net leases, full service leases or other leases
for the Cars; to collect the rents payable under any lease; to
supervise and oversee the operation of the Cars under lease and
the revenues generated thereby; and to arrange for the
maintenance of, insurance on, and payment of taxes with respect
to the Cars. The Manager shall be required to pay to ILC within
ten days after the end of each month all revenues generated by
the Cars during such month 1less any maintenance charges,
insurance premiums or taxes, if any, paid (or reserved for
payment) with respect to the Cars and less the Manager’s monthly
management fee, which shall be a specified percentage of the
revenues of the Cars. The management agreement shall provide
that the Manager shall maintain books and records covering the
operations of, and the revenues generated by, each of the cCars,
and shall make such books and records available for review by the
Company and ILC upon reasonable notice thereby. The Company
shall, upon the written instructions of ILC, terminate the
management agreement in accordance with, and if permitted by, the
terms thereof. The Manager shall not enter into any Lease

covering the Cars without the prior written approval of ILC and
the Company. . -

SECTION 10. Leases of the Cars

(a)., The Company shall use its best efforts to secure a
triple net lease, full service lease or other lease for each Car
or Cars simultaneously upon the expiration or earlier termination
of the lease to which it or they are subject on the best terms
then available, each such lease to contain, among others, the
following terms: (i) in the case of a triple net lease, the
lessee shall be responsible for all maintenance, insurance and
tax expenses arising out of the operation of the Cars; (ii) the
term of such lease shall not be less than three years, unless

-15- }



otherwise agreed in writing by ILC, and the lessee shall not have
any right of early termination thereof; (iii) any renewal option
of the lessee shall be subject to the consent of the Company and
ILC; and (iv) the 1lessee shall provide the Company with free
storage of the Cars subject to such lease for not less than three
months after the expiration or earlier termination thereof. The
Company shall not enter into any lease covering any of the Cars
without the prior written approval of ILC.

(b) The lessee of any Car shall be directed by the
Company to make all payments under its Lease directly to the
Manager or ILC. The amounts received by ILC from leases covering
the Cars, whether from the Manager or directly from the lessee
thereof, shall be retained by ILC and distributed on each Payment
Date in the following order of priority:

first, so much of such proceeds remaining as shall
be required to pay in full the accrued but unpaid
interest (whether or not due and payable) on the Note
to the date of distribution shall be paid to ILC:

second, so much of such proceeds remaining as
shall be required to pay in full the unpaid principal
amount of the Note then due shall be paid to ILC;

third, so much of such proceeds remaining shall be
deposited by ILC in the Contingency Reserve Account;
provided, however, that in the case of Payment Dates
after December 30, 1988, the amount deposited in the
Contingency Reserve Account on any Payment Date shall
not exceed $2,000; and

fourth, in the case of Payments after December 30,
1988, so much of such proceeds as shall be remaining
shall be applied by ILC as a prepayment of the Note.

SECTION 11. Sales of the Cars.

(a) The Company shall have the right, subject to the
satisfaction of sub-section (b) of this Section 11, to sell any
of the Cars. ILC shall have the right, subject to the
satisfaction of sub-section (c) of this Section 11, to require
the Company to sell any of the Cars. Upon the sale of any Cars,
the Company shall prepay the Note in a principal amount equal to
the product of (x) the then outstanding.principal amount of the
Note and (y) a fraction, the numerator of which is the number of
Cars then sold and the denominator of which the number of Cars
owned by the Company immediately prior to the sale of such Cars.

(b) The Company shall have the right, at any time, to
sell any of the Cars; provided, however, that (i) the Company
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shall have given ILC at least 30 Business Days prior written
notice of the proposed sale of such Car or Cars, such notice to
set forth the Car or Cars to be sold, the name of the purchaser,
the proposed date of the sale, and the terms thereof, including
without 1limitation, the purchase price thereof; (ii) the
purchaser of such Car or Cars shall be directed to pay the
purchase price thereof directly to 1ILC for application in
accordance with sub-section (d) of this Section 11; (iii) the
purchase price of such Car or Cars shall be at least equal to the
greater of (A) the amount of the Note required to be prepaid upon
the sale of such Car or Cars pursuant to sub-section (a)- - of this
Section 11 and (B) the "fair market value" thereof, determined in
accordance with sub-section (e) of this Section 11; and (iv) the
Company shall not sell any Car or Cars if ILC shall have secured
the unconditional commitment of a third party to purchase such
Car or Cars on or prior to the date of sale set forth in the
written notice of the Company for a purchase price in excess of
the purchase price set forth in such written notice.

(c) ILC shall have the right, at any time, to require
the Company to sell, and the Company shall sell, any of the Cars;
provided, however, that (i) ILC shall have given the .Company at
least 30 Business Days prior written notice of the proposed sale
of such Car or Cars, such notice to set forth the Car or Cars to
be sold, the name of the purchaser, the proposed date of the
sale, and the terms thereof, including without 1limitation the
purchase price thereof; (ii) the purchaser of such Car or Cars
shall be directed to pay the purchase price thereof directly to
ILC for application in accordance with sub-section (d) of this
Section 11; (iii) the purchase price of such Car or Cars shall be
at least equal to the greater of (A) the amount of the Note
required to be prepaid upon the sale of such Car or Cars pursuant
to sub-section (a) of this Section 11 and (B) the "fair market
value" thereof; and (iv) the Company shall not be required to
sell such Car or Cars if the Company shall have secured the
unconditional commitment of a third party to purchase such Car or
Cars on or prior to the date of sale set forth in the written
notice of ILC for a purchase price in excess of the purchase
price set forth in such written notice.

(d) The proceeds of the sale of any of the Cars
pursuant to this Section 11 shall be applied as follows:

first, so much of such proceeds remaining as
shall be required to pay in full the accrued but unpaid
interest due on the Note shall be paid to ILC;

second, so much of such proceeds remaining as

shall be required to pay in full the principal amount
of the Note then due and unpaid shall be paid to ILC;
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third, so much of such proceeds remaining as
shall be required to prepay the Note in accordance with
sub-section (a) of this Section 11 shall be paid to
ILC; and

fourth, so much of such proceeds remaining
shall be deposited by ILC into the Residual Sharing
Account. '

(e) The "fair market value" of a Car shall be the
value thereof which will be obtained in an arm’s 1length
transaction between an informed and willing buyer (other than a
buyer currently in possession or a used equipment scrap dealer)
under no compulsion to buy and an informed and willing seller
unaffiliated with such buyer and under no compulsion to sell. If
the Company and ILC after good faith discussion and consultation
have failed to agree on the fair market value of a Car or Cars
within three Business Days after the notice of sale thereof given
pursuant to sub-section (b) or sub-section (c) of this Section
11, then the fair market value thereof shall be determined by an
appraisal mutually agreed to by two recognized independent
railroad appraisers, one of which appraisers shall be chosen by
the Company and one by ILC within three Business Days after the
Company or ILC shall have received written notice from the other
party of a demand that such an appraisal be made, which notice
shall specify the appraiser chosen by the party giving the notice
or, if such appraisers cannot agree on such fair market value
within five Business Days after the second appraiser shall have
been appointed, each shall render its own appraisal and shall by
mutual consent choose another appraiser within two Business Days
after the end of such five-Business Day period. 1If, within such
two-Business Day period, such two appraisers fail to appoint a
third appraiser, then either the Company or ILC, on behalf of
both, may request such appointment by the then President of the
Association of the Bar of the City of New York (or any successor
organization thereto) or, in his absence or failure, refusal or
inability to act, then either the Company or ILC may apply to the
American Arbitration Association (or any successor organization
thereto) in New York, New York for the appointment of such third
appraiser. The decision of the third appraiser so appointed
shall be given within five Business Days after the appointment of

such third appraiser. As soon as the third appraiser has
delivered his appraisal, that appraisal shall be compared with
the appraisals given by the other two appraisers. If the

determination of one appraiser is more disparate from the average
of the three determinatidns than each of the other two
determinations, then the determination of such appraiser shall be
excluded, the remaining two determinations shall be averaged and
such average shall be final and binding upon the parties hereto.
If no determination is more disparate from the average of the
three determinations than each of the other determinations, then
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such average shall be final and binding upon the parties thereto.
The Company and ILC shall share equally all expenses relating to
such appraisal procedure.

(f) The sales proceeds to be applied in accordance
with clause fifth of sub-section (d) of this Section 11 shall be
deposited in a special interest bearing account (the "Residual
Sharing Account") which shall be under the sole control and
dominion of ILC. Upon the payment in full of the principal of,
and interest on, the Note, any funds in the Residual Sharing
Account shall be distributed monthly by ILC in the order of
priority set forth below and upon the sale of all the Cars, any
funds remaining in the Residual Sharing Account shall be promptly
distributed by ILC in the following order of priority:

first, so much of such funds remaining as shall be
required to pay in full the accrued but unpaid interest due on
the Note shall be paid to ILC;

second, so much of such funds remaining as shall be
required to pay in full the unpaid principal amount of the Note
shall be paid to ILC;

third, so much of such funds remaining as shall be
required to pay in full any other amounts due and owing by the

Company under this Agreement, the Note or the Mortgage shall be
paid to ILC; and

fourth, sixty-five percent (65%) of the balance, if
any, shall be paid to ILC as an equity participation fee and the
remaining thirty-five percent (35%) of the balance, if any, shall
be paid to, or as directed by, the Company.

Section 12. contingency Reserve Account.

(a) The funds payable in accordance with clause third
of Section 10(b) hereof shall be deposited into a special
interest bearing account (the "Contingency Reserve Account")
which shall be under the sole control and dominion of ILC. To
the extent that any amount of principal of, or interest on, the
Note or any other payment obligation of the Company hereunder or
under the Mortgage or the Note shall not be paid when due, IIC
shall withdraw such amount from the Contingency Reserve Account
and apply it in payment of such obligation. Upon the mutual
agreement of the Company and ILC, withdrawals may be made from
the Contingency Reserve Account from time to time for the payment
of operational and maintenance expenses associated with the Cars.
To the extent that any expenses paid for from the Contingency
Reserve Account are reimbursed by a lessee of the Cars, such

amount reimbursed shall be deposited in the Contingency Reserve
Account.
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(b) To the extent and at such time as the net revenues
received by ILC in respect of the Cars in any calendar year
exceed $414,000 (the date on which such net revenues for any
calendar year exceed $414,000 hereinafter called the "Revenue
Date" for such year), ILC shall disburse to the Company from the
Contingency Reserve Account, to the extent of the funds on
deposit therein, as a management fee, an amount equal to $500.00
per month, such management fee to be paid retroactlvely for each
month in such calendar year prior to the month in which the
Revenue Date shall occur and thereafter on each Payment Date
during such calendar year. In addition, if the Company can prove
to the reasonable satisfaction of ILC that the Company was
responsible for ILC’s having received net revenues in any
calendar year in excess of $375.00 per Car per month and if the
net revenues received by ILC in respect of the Cars in such
calendar year exceed $414,000, ILC shall disburse to the Company
from the Contingency Reserve Account, to the extent of the funds
on deposit therein, as an additional management fee, an amount
equal to twenty-five percent (25%) of the net revenues received
by ILC in respect of the Cars in excess of $375.00 per Car per
month, such additional management fee to be paid retroactively
for each month in which the net revenues received by ILC exceeded
$375.00 per Car prior to the Revenue Date and thereafter on each

Payment Date for such calendar year during which such net
revenues exceed $375.00 per Car.

(c) Upon the sale of all of the Cars, any amount
remaining in the Contingency Reserve Account shall be paid into
the Residual Sharing Account for distribution in accordance with
Section 11 (f) hereof.

SECTION 13. Events of Default

(a) The occurrence of any one or more of the following
events shall constitute an "Event of Default":

(i) The Company shall not have made a payment of
principal of or interest on the Note due on or after June ’
1989 within 30 days after the same shall have become due.

(ii) The Company shall have failed to make any other
payment due hereunder on or after June , 1989 and such failure
shall continue for 30 Business Days after the Company’s receipt
of written demand therefor by ILC.

(iii) The Company shall fail to carry and maintain
insurance on or with respect to any Car in accordance with the
provisions of Section 7 hereof, or Debtor shall fail to remove

any Lien on any Car in accordance with the provisions of Section
5(i) hereof;
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(iv) The Company shall have failed to perform or
observe any covenant or agreement to be performed or observed by
it hereunder and such failure shall continue unremedied for a
period of 30 days after written notice thereof by ILC to the
Company ;

(v) Any representation or warranty made by the Company
herein or in any document or certificate furnished by the Company
in connection herewith shall prove to have been incorrect in any
material respect as at the time made;

(vi) A final judgment for the payment of money in
excess of $100,000, or final judgments in excess of $100,000 in
the aggregate, shall be rendered against the Company and the same
shall remain undischarged for a period of 90 days during which
execution of such judgment shall not be effectively stayed, or an
attachment or attachments or other Lien or lLiens shall be issued
or entered against any of the property. of the Company, for an
amount in excess of $100,000, or $100,000 in the aggregate, and
shall remain undischarged or unbonded for 90 days:;

(vii) Any governmental authority or any person acting
or purporting to act under governmental authority shall have
condemned, seized or appropriated, or assumed custody or control
of, all or any substantial part of the property of the Company,
and such action, in the judgment of ILC, is reasonably likely to
have a material adverse effect on the Company’s ability to
perform its obligations under this Agreement;

(viii) The change in any top management personnel or
stock ownership of the Company without the prior written consent
of ILC;

(ix) The commencement of an involuntary case or other
proceeding in respect of the Company under the federal bankruptcy
laws, as now constituted or hereafter amended, or any other
applicable federal or state bankruptcy, insolvency or other
similar law in the United States, or seeking the appointment of a
receiver, liquidator, assignee, custodian, trustee, sequestrator
(or similar official) of the Company or for all or substantially
all of its property, or seeking the winding-up or liquidation of
its affairs and the continuation of any such case or other
proceeding undismissed and unstayed for a period of 90
consecutive days; or

(x) The commencement by the Company of a voluntary
case or proceeding under the federal bankruptcy laws, as now
constituted or hereafter amended, or any other applicable federal
or state bankruptcy, insolvency or other similar law in the
United States, or the consent by the Company to the appointment
of or taking possession by a receiver, liquidator, assignee,
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trustee, custodian, sequestrator (or other similar official) of
the Company or for all or substantially :all of its property, or
the making by the Company of any assignment for the benefit of
creditors of the Company shall take any corporate action to
authorize any of the foregoing. l

(b) If an Event of Default shall have occurred and be
continuing, ILC may, at its option, declare by written notice to
the Company this Agreement to be in default and at any time
thereafter, so long as any such outstanding Event of Default
shall not have been remedied, ILC may do one or more of the
following as ILC in its sole discretion shall elect: '

(i) IILC may, by giving five (5) days notice to the
Company, declare the unpaid principal amount of the Note and the
interest accrued thereon to be immediately due and payable.
Thereupon, such principal and interest and all other, if any,
sums payable hereunder or in respect of the Note shall forthwith
become and be due and payable without further notice and without
presentment for payment, demand, protest.or notice of protest or
other conditions precedent to the enforcement or collection
thereof, all of which are hereby expressly waived by the Company.

(ii) ILC may proceed to protect and enforce its rights
by action at 1law or suit in equity or other appropriate
proceeding, whether for specific performance of any covenant
contained in this Agreement, in the Mortgage or in the Note,
including without limitation requiring the Company to sell any or
all of the Cars and distribute the sales proceeds thereof in
accordance with the terms hereof, or in aid of the exercise of
any power granted herein or therein, or ILC may proceed to
enforce the payment of the Note when due or to enforce any other
legal or equitable right of ILC including, without 1limitation,
the right to apply any funds on deposit in the Residual Sharing
Account or the Contingency Reserve Account against the amounts
due and payable under the Note and the right to proceed to take
any action authorized or permitted under the terms of any item
of the Collateral or by applicable law for the collection of all
sums due, or so declared due, on the Note; and the Company will
pay ILC from the Collateral all costs and expenses of collection,
including, without limitation, attorneys’ fees, court costs and
other legal expenses. '

(iii) ILC shall not be required to marshall any present
or future security for, or guaranties of, the indebtedness
evidenced by the Note or to resort to any such security or
guaranties in any particular order.
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SECTION 14. General Indemnity

(a) The Company hereby agrees to 1ndemn1fy from the
Collateral ILC and its successors, permitted assigns, directors,
officers, employees, servants and agents (collectively the
"Indemnitees") against, and agrees to protect, save and keep
harmless each thereof from any and all liabilities, obligations,
losses, damages, penalties, claims, actions, suits, out-of-pocket
costs, fees, taxes (excluding, however, (a) Federal or New York
State taxes on, based on or measured by net income and (b) taxes
on, based on or measured by the net income of ILC imposed by any
other state or political subdivision thereof in which ILC is
subject to tax other than solely by reason of ILC’s performance
of its obligations or the Company’s exercise of its rights under
this Agreement) expenses and disbursements (including reasonable
legal fees and expenses), of whatsoever kind and nature
(collectively called "Expenses") imposed on, incurred by or
asserted against any Indemnitee in any way relating to or arising
out of (A) this Agreement or the enforcement of any of the terms
hereof or (B) the manufacture, financing, construction, purchase,

acceptance, rejection, ownership, acquisition, delivery,
registration, deregistration, nondelivery, sale, lease, sublease,
possession, preparation, storage, ' maintenance, repair,

transportation, transfer of title, use, operation, condition or
other application or disposition of any and/or all the Cars.

(b) The Company agrees to indemnify the Indemnitees
against, and agrees to protect, save and keep harmless each
thereof from any Expenses (except with respect to any obligation
hereunder, under the Note or under the Mortgage that is limited
to the Collateral) imposed on, incurred by or asserted against
any Indemnitee and directly caused by an intentional act of, or
an intentional failure to act by, the Company.

(c) The indemnities contained in sub-sections (a) and
(b) of this Section 14 shall not extend to any Expense resulting
from or arising out of or which would not have occurred but for
the gross negligence or willful misconduct of the Indemnitee
(other than gross negligence or willful misconduct imputed to ILC
solely by reason of ILC’s interest in the Cars).

(d) If a claim is made against an Indemnitee involving
one or more Expenses and such Indemnitee has notice thereof, such
Indemnitee shall promptly, upon receiving such notice, give
notice of such claim to the Company, provided that the failure to
provide such notice shall not release the Company from any of its
obligations to indemnify hereunder.
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SECTION 15. Miscellaneous Pfovisions

(a) The Company agrees that at any time and from time
to time, upon the written request of ILC, the Company will
promptly and duly execute and deliver, or cause to be promptly
and duly executed and delivered, any and all such further
instruments or documents as ILC may reasonably deem desirable in
. obtaining and perfecting the full benefits of this Agreement, the
Note or the Collateral - and of the rights and powers granted
herein and therein.

(b) All notices, requests and other communications
pursuant to this Agreement shall be in English and in writing,
either by letter, telex or telecopy, addressed as follows: if to
the Company at 1250 Tower Lane, Erie, Pennsylvania 16505
(Telecopy No.: (814) 455-3562) and if to ILC at 1290 Avenue of
the Americas, New York, New York 10104 (Telex No.: 6801363
Telecopy No.: (212) 279-4246), or to such other address as the
party to receive any such communication or notice may have
designated by written notice to the other party. All periods of
notice shall be measured from the date of receipt thereof.

(c) The Company agrees to and submits to the personal
jurisdiction and venue of the Courts of the State of New York or
the United States of America for the Southern District of New
York as the ILC may elect, in any suit, claim or proceeding

brought against the Company under this Agreement or any document
contemplated herein. '

(d) The Company agrees to pay from the Collateral, or
reimburse ILC for its payment of, all costs and expenses, if any,
in connection with the enforcement by ILC of its rights under
this Agreement, the Mortgage, the Note and the other documents
provided for herein and all filing fees and stamp and other
taxes, if any, incident to the execution and delivery of the
documents (including, without 1limitation, the Note) herein
contemplated. R

(e) This Agreement shall be binding upon the Company
and its successors and assigns and shall be binding upon and
inure to the benefit of ILC and its successors and assigns;
provided, however, that the Company may not transfer any of its
obligations or assign any of its rights hereunder without the
prior written consent of ILC. ILC shall have the right, upon
written notice to the Company, to assign its rights and transfer
its obligations hereunder to any other party.

(f) This Agreement shall be deemed to have been made
under and shall be governed by the laws of the State of New York
as to all matters of construction, validity, effect and
performance.
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(g) If the Company fails to pay any taxes, insurance
premiums or other amounts required to be paid thereby hereunder
or fails to perform or comply with any of its other agreements
contained herein, ILC may make such payment or perform or comply
with such agreement and the cost to ILC of such payment and/or
performance and/or compliance, together with interest thereon for
each day at a rate per annum equal to the maximum rate of
interest permitted by the laws of the State of New York and the
United States, shall constitute an add1t10nal obligation of the
Company to ILC payable from the Collateral on demand.

(h) Any ©provision of this Agreement which |is
prohibited or unenforceable in any jurisdiction shall, as to such
jurisdiction, be ineffective to the extent of such prohibition or
unenforceability without invalidating the remaining provisions
hereof, and any such prohibition or unenforceability shall not
invalidate or render unenforceable such provision in any other
jurisdiction.

(i) The Company hereby irrevocably constitutes ILC as
its true and lawful attorney (in the name of the Company or
otherwise) to ask, require, demand, receive, compound and give
acquittance for any and all monies, claims and other amounts
(including insurance proceeds) due and to become due with respect
to, or in connection with the Collateral’ or the lease or sale of
any Car, to endorse any checks or other instruments or orders in
connection therewith and to file any claims or take any action or
institute any proceedings which ILC may deem necessary or
advisable in the premises and generally to do, at ILC’s option
and the Company’s expense, payable from the Collateral, all acts
which ILC deems necessary to protect, preserve and realize upon
the Collateral and 1ILC’s security interest therein. In
connection therewith and without limiting the generality of the
foregoing, ILC is authorized to sign, at any time and from time
to time, without the signature of the Company, any Uniform
Commercial Code financing statements or changes thereto which may
be deemed necessary by ILC, in its sole discretion, to perfect
the rights and powers granted thereto in this Agreement or in any
item of the Collateral.

(j) This Agreement may be executed in several
counterparts with the same effect as 1f the parties executing
such counterparts shall have all executed one agreement on the
date hereof, each of which counterparts when executed and
delivered shall be deemed to be an original and all of such
counterparts together shall constitute this Agreement.

(k) No failure or delay in exercising any power or
right hereunder, under the Note or under any of the Collateral
shall operate as a waiver thereof, nor shall any single or
partial exercise of any such right or power preclude any other or
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further exercise of any other right or power hereunder or
thereunder. No modification or waiver of any provision of this
Agreement, of the Note or of any of the Collateral nor consent to
any departure by any party to any provision thereof shall in any
event be effective unless the same shall be in writing and signed
by ILC and then such waiver or consent shall be effective only in
the specific instance and for the purpose for which given. No
notice to or demand on any party in any case shall entitle such
party to any other or further notice or demand in similar or
other circumstances.

(1) The Company shall make, or cause to be made, all
payments of principal, interest, fees and any other charges and
amounts payable hereunder in immediately available funds to ILC
at its account (No. 8011541756) at Irving Trust Company, One Wall
Street, New York, New York 10005, for the account of ILC, or such
other place as ILC shall designate to ILC in writing. All such
payments shall be made without withholding or deduction of any
present or future taxes, stamp duties or duties of any nature
imposed or levied by any government or by any municipal or
policital subdivision thereof or taxing authorities therein.

(m) It is not the intent of the Company or ILC to
create a Jjoint venture or partnership relation between them.
Nothing herein shall create or be construed to create such a
joint venture or partnership. The Company will have no authority
to bind ILC or incur any liability for which the Company may be
responsible without the prior written consent of ILC.

SECTION 16. Limited Recourse

Notwithstanding anything contained in this Agreement to
the contrary, ILC agrees that, subject to the proviso set forth
below, (x) ILC shall not have recourse .against the Company for
the payment of the any amount payable hereunder or under the
Mortgage or the Note and (y) upon the occurrence of an Event of
Default, ILC’s remedies shall be limited to the repossession,
liquidation, foreclosure, sale, assignment or other disposition
of the Collateral and the application of the proceeds thereof in
payment of the amounts payable hereunder or under the Mortgage or
the Note; provided, however, that (i) this Section 16 shall not
release the Company from its liability, for which ILC shall have
full recourse against the Company, for the Company’s failure to
perform its obligations under Section 5(i) hereof or for the
Company’s violation of Section 6(a) hereof; (ii) ILC shall have
full recourse against the Company for any amount payable by the
Company under Section 14(b) hereof; and (iii) nothing in this
Section 15 shall affect ILC’s rights against the Collateral to
recover any amount for which ILC shall have no recourse against
the Company.

-26-



IN WITNESS WHEREOF, the parties hereto have executed
this Loan Agreement on the date first above written.

*a

RIDGEFIELD DEVELOPMENT CORPORATION
/ —, /

IRVING LEASING CORPORATION

o b=

Signature Page



COUNTY OF NEW YORK)
+ SS.:
STATE OF NEW YORK )

on this 2insA day of December, 1987, before, me
James P. Finnegan, a Notary Public for the State of New York,

dulK) comm1551oned and sworn, personally appeared
{bwvw>n_ SAA40 , duly known to me to be
{ of RIDGEFIELD DEVELOPMENT

CORPORATION, a Pennsylvania corporation, described in and that
executed the within instrument and acknowledged to me that the
seal affixed to said instrument is such corporation’s seal; that
it was so affixed by authority set forth in the By-laws of said
corporation, and that he signed his name thereto by 1like
authority.

[ 7 rngon
D Notary Public O

[Notarial Seal]



COUNTY OF NEW YORK)
. SSs.:
STATE OF NEW YORK )

On this 'z\dﬁ day of December, 1987, before, me
James P. Finnegan, a Notary Public for the State of New York,

dul commissioned and sworn, personally appeared

5Qnuw\€?7hnmdkbﬂc<L_ . ', duly known to me to be
o OnaiforA \J < naetJonf  of IRVING LEASING CORPORATION, a
Pennsylvania corporation, described in and that executed the
within instrument and acknowledged to me that the seal affixed to
said instrument is such corporation’s seal; that it was so
affixed by authority set forth in the By-laws of said

corporation, and that he signed his name thereto by 1like
authority.

rJ

1 e Do

Notary Public ()

[Notarial Seal)



SCHEDULE A

CARS

Eighty-four (84) covered hopper cars bearing reporting
marks: WSOR 300102, 300103, 300105 through 300111, 300113
through 300121, 300123, 300124, 300126, 300127, 300129 through
300132, 300134, 300136, 300137, 300139, 300141 through 300157,

300159, 300160, 300162 through 300171, 300173 through 300188,
300190 through 300197 and 300199.

Fifteen (15) covered hopper cars bearing reporting
marks: GBW 300100, 300101, 300104, 300112, 300122, 300125,

300128, 300133, 300135, 300138, 300140, 300161, 300172, 300189
and 300198.



SCHEDULE B

STIPULATED LOSS VALUES

Payment Date

Occurring In Percentage
JAn - gy 100.91667%
me :‘;g 101.841743

102.77529%

© APK 19g( 103.71739%
L AR {1 104.66813%
JUNE 1938 100.00000%
vl Iat% 100.91667%
AV 128 101.84174%
SEP 19¢8 102.77529%
OLT 19%3% 103.71739%
Noy 1938 104.66813%
DEC 1988 100.00000%
“TAv jagY 101.00000%
FES 1989 102.01000%
MAL Q29 103.03010%
AP Kgq 104.06040%
MAY B2 105.10101%
JUNE 1989 98.56565%
UL 1989 98.11651%
AVé 1984 37.66289%
SEP 19¢9 97.20473%
oct 1Ry 96.74198%
NW (431 26.27461%
DEC 1989 95.80257%
Tan 1990 _ 95.32580%
FES 1190 94.84427%
MAL 1990 94.35792%
AfL 19% 93.86671%
MAY 1% 93.37059%
3Jun 1990 92.86950%
JuL 1990 ‘ 92.36341%
AVG 199 91.85225%
S€f 1990 91.33598%
ocT 1970 90.81455%
AWV 1990 90.28790%

DEC 1990 89.75599%




Payment Date

Occurring In Percentage
AN 179) 39015765
FES 199, 88.67615%
MAR VA 88.12€13%
At 199, 87.57462%
MAY 1991 87.01558%
3uN 194) 86450943
IuL 199 85.88066%
Avé 198, 85.20468%
SEP 1991 84.72293%
0cCT 991 84.13537%
NOV 129 83.54193%
DEC 1951 32.94256%
IAN 1992 82.33720%
FEL 1992 81.72578%

 MER 1992 81.10824%
APR 1992 80.484543
MAY 1992 79.85459%
Tunv 1992 19.21835%
TuL 1992 78.57574%
AV 1992 77.92671%
;eg 1992 77.27118%
OCT 992 76.60910%
NDV (992 75.94040%
DEC 1992 75.26502%
IAN 1995 74.58288%
F%&H” 73.89391%
MAR 199 73.19806%
A‘.L ,qqqg 72.49525%
MAY 199 71.78541%

Suv 1999 71.06848%
TuL 1999 70.34437%
AVG 1995 69.61302%
SEP 9% 68.87436%
ocCT 1791}y 68.12832%
Nov 1998 67.37481%
DEC 1993 c6.61377%
JANM 1994 65.84511%
FES 1994 §5.06877%
2 LML) 64.28467%
AfR 1994 , 63.49273%
MAY 1994 62.69286% , fan
<un 1994 61.88500% A
<uL 1994 61.06906%
AVé 1914 60.24496%
SEP 1994 59.41262%
ocr 19324 18.57196%

Nov {944 37.72288%




Payment Date

Occurring In Percentaqge
0EC 1994 56,3653
<TAN 1948 55.99918°

e 35.1243%%
,\Fm%. ',::g‘ - 54,24084%
APR 199¢ $3.34846%
MAY 199 32.44715%
Turnv 1998 51.5368%%
TuL 19958 50.61741%
AVé 1995 49.68875%
SEP 1%ag 48.75089%
ocr I199¢ 47.80361%
AV (995 26.84685%
DEC 1995 45.98051%

~ 199 44.9045%%
‘é& |;'q“ 41.91850%
Mﬂf- |q“ 42.92320%
APR 199 41.91764%
MEY 1994 40.90202%
Yun 1994 39.87625%
TuL 199f 38.84027%
AVE 1990 37.79384%

EC :::‘( 36.73699%
o 18.56556%
Aoy 199 34.591475%
DEC 199 33.50259%
<AN 1991 32402323
FEB 1991 31.29207%
Med 1990 10.17020%
AP Q9 29.03711%
/;:;‘ ):‘:j' 27.§926%%

| 26.73682%
IuL 1A 25.56940%

AVS 1971 24.39030%
SEP 1177 23.19942%
ocT '&T‘) 21.99662%
NOV 20.7813¢3%
DEC 1997 19.55482%

~N Q9 18.31558%
226 .?...: 17.06395%
15.79979%

A S 14.52300%

AR 9ot 13.23344%
MR 1998 11.93098%
IuN 19q% 10.61550%
Jus HK‘ 9.28687%
ﬁ\’pﬁ' q 7.94495%
éﬁ,, I:";% 6.589605

ov 19 5,22071%
?s‘c 1998 4 3.83813%
TAN 1999 2.44172%
éed 129y 1.03134%

HARCH 1999 - 0.00000%




SCHEDULE C

AGREEMENTS

1. Rail Car Lease Agreement dated November 1, 1983,
between GFC (formerly Greyhound Leasing & Financial Corporation),
and Green Bay and Western Railroad Company.

2. Management Agreement, dated November 1, 1984,
between Northbrook Corporation (formerly Funding Systems Rail

Cars Inc.) and GFC (formerly Greyhound Leasing & Financial
Corporation).

3. Assignment Agreement, dated April 1, 1987, between

Wisconsin & Southern Railroad Company and Burlington Northern
Railroad.

4. Lease Agreement, dated May 29, 1985, between

Northbrook Corporation and Point Comfort &  Northern Railway
Company.



